
REPORTS ANALYSIS REFERRAL 

TO 

OFFICE OF GENERAL COUNSEL 

DATE: L O c t o b e r l I  1997 

ANALYST: Debbie Manzano 

I. COMMITTEE: DNC Services CorporationDemocratic National 
Committee (COOOl0603) 

Carol Pensky, Treasurer 
(1/29/97 to Present) 

R. Scott Pastrick, Treasurer 

430 South Capitol Street SE 
Washington, DC 20003 

(8119195-2/28/97) 

11. RELEVANT STATUTE: 2 U.S.C. §441a(a)(2)(C) 
11 CFR 5102.5 and 106.5. 

111. BACKGROUND: 

Apparent Excessive and Prohibited Contributions made to a Federal Committee 
and Apparent Impermissible Non-Federal Reimbursement Received 

The DNC Services CorporatiodDemocratic. National Committee (‘‘DNC”) 
disclosed $309,129.71 in payments to the Hollywood Women’s Political 
Committee (“HWPC”), a federal committee, during calendar year 1996. The 
payments were reimbursements to the HWPC for fundraising costs paid for by the 
HWPC on behalf of the DNC. Specifically, the purpose of the payments were 
described as production costs, equipment rental, telephones, and messenger 
services for a fundraising event titled Victory ‘96 . The DNC paid the HWPC for 
this activity with allocated (federal and non-federal) monies, resulting in the 
receipt of impermissible fbnds by the HWPC. In addition, the DNC received 
reimbursement from its non-federal account for the non-federal share of this 
activity. The payments were disclosed on the 1996 October Quarterly, 1996 12 
Day Pre-General, and 1996 30 Day Post-General Reports. . 
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On March 12, 1997, a Request for Additional Information (“RFAI”) was 
sent to the DNC for ‘the 1996 October Quarterly Report (Attachment 2) and, a 
separate RFAI was sent for the ,1996 12 Day Pre-General Report (Attachment 3). 
The RFAIs stated that the $305,845.96 in payments made to the HWPC on 
September 6 and October 3, 1996 constitute contributions to another political 
committee, and are therefore not an activity that can be paid for with allocated 
(federal and non-federal) monies. In addition, the RFAIs explained that 2 U.S.C. 
544 1 a(a) precludes a committee fiom making contributions to another political 
committee in excess of $5,000 per calendar year. Lastly, the RFAIs stated that 
reimbursements fiom the non-federal account for transfers and contributions to 
other committees is not permissible under 11 CFR 5102.5. The RFAIs 
recommended that the DNC immediately transfer back to its non-federal account, 
the total amount received’by its federal account for this activity, and that the DNC 
notify the recipient committee and request a refund of the amount in excess ‘of 
$5,000, if an excessive contribution was made. 

On March 14, 1997, Neil Reiff, a lawyer for the DNC, called the RAD 
analyst. Mr. Reiff made reference to the RFAI dated March 12, 1997 regarding 
the’issue with the HWPC. He wanted to know how the HWPC reported the receipt 
of these payments, and who the contact person was for the HWPC. The RAD 
analyst indicated that the analyst assigned to the committee may have this 
information and gave him the name of the analyst. Mr. Reiff asked the analyst if 
the payments would still be considered excessive if the HWPC disclosed the 
receipt of such payments as offsets to operating expenditures. The analyst 
explained that the activity as reported by the DNC would still be at issue. Mr. 
Reiff stated that the lawyers for the DNC would be meeting next week and a 
response will be filed soon (Attachment 4). 

. 

On March 27, 1997, the DNC filed letters in response to the WAIs for the 
1996 October Quarterly and 12 Day Pre-General Reports. The letters stated that 
“[tlhe DNC vehemently disagrees with the FEC’s characterization of this 
transaction.” and that each payment reflects a reimbursement for fundraising costs 
paid for by the HWPC on behalf of the DNC. The letters went on to explain that 
the payments made by HWPC reflect arms length transactions with commercial 
vendors on behalf of the DNC for a fundraising event held by the DNC, and that 
these payments to the HWPC reflect dollar-for-dollar reimbursements for those 
costs. The letters expressed that the payments were properly disclosed as allocable 
hndraising costs on Schedule H4 of the DNC’s report, and that it was entitled to 
transfer hnds fiom its non-federal account to its federal account to pay for the 
non-federal portion of this fundraising expense. The responses specifically 
referenced Advisory Opinion (“AO”) 1995-22 to argue that the position of the 
FEC, regarding the payments being contributions, is clearly at odds with FEC 
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precedent. The responses also referenced MURs 2345 and 261 1, concluding that it 
is apparent that the Commission has consistently held that not all transfers between 

‘ two federally registered political committees are, by definition, contributions 
. (Attachment 5). 

On April 7, .1997, a Second Notice was sent to the DNC referencing both 
the 1996 October Quarterly and 1996 12 Day Pre-General Reports. The Second 
Notice stated that the examples cited by the DNC in its response of March 27, 
1997 were not analogous to its present situation. The Second Notice addressed 
A 0  1995-22 first, stating that it involves two affiliated national party committees 
disclosing reimbursements as negative disbursements on Schedule H4. The 
Second Notice also addressed MUR 2345 and MUR 261 1, stating that they were 
not applicable examples because both involve a state party committee receiving 
transfers fiom either a national party committee or a candidate committee. The 
Second Notice acknowledged that, if the DNC had paid the vendors directly rather 
than disbursing monies through the HWPC, then these expenses would be lawful 
shared allocable expenses. However, as the Second Notice explained, the 
disbursement included monies fiom the DNC’s non-federal account, which, when 
contributed to another federal committee, results in the recipient committee 
receiving impermissible funds. The Second Notice also stated that the 
disbursement to the HWPC appears to exceed the contribution limit of $5,000 for a 
qualified multi-candidate committee to another political committee under 2 U.S.C. 
§441a(a)(2)(C). The Second Notice recommended that the DNC notifj, the HWPC 
that it made a prohibited and excessive contribution and request a refbnd of\the 
entire prohibited non-federal share of the “reimbursement.” It also recommended 
that the DNC request a refbnd fiom the HWPC of the amount that exceeds $5,000 
of the federal share. Lastly, the Second Notice requested clarification concerning 
the role of the HWPC in the DNC’s fundraising activity and the arrangement that 
existed between the two committees for the fbndraiser (Attachment 6). 

. 

On April 18, 1997, the DNC filed a letter in response to the Second Notice 
dated April 7, 1997. The response stated that the Second Notice did not provide 
any basis for the determination made, other than the fact that the two entities 
involved are both federal political committees. The response went on to argue that 
the FEC position on this matter “ignores past FEC precedents and would lead to 
the result of the acceptance of a federal in-kind contribution to the DNC in the 
amount of $132,922.98 (50% of the fundraising costs less $5,000 retained by 
HWPC less $15,000 limit fiom HWPC to DNC).” The response then reiterated the 
purpose of the payments made to the HWPC and maintained that the payments 
were properly disclosed. In addition, the response argued that the .FEC precedents 
cited in an earlier letter, “stand for the proposition that the Commission should 
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look at the nature of the transaction, and not at the entities who are involved in the 
transaction.” The response went on to argue that these precedents demonstrate that 
a federal committee may reimburse another federal committee as an “operating 
expenditure” for costs incurred on its behalf by another committee, even though 
such payments may exceed the established contribution limit between those 
committees, and’those finds may include amounts from sources that are not 
permissible under FECA. The response urges the FEC to reconsider its position 
regarding this matter, and that at this time, “the DNC has no intention of 
requesting a refbnd of any payments made to HWPC, since such payments would 
lead to the impermissible acceptance of an in-kind contribution by our committee. 
Furthermore, since the DNC believes that it was entitled to allocate these 
expenditures, it has no intention to request a refind of the non-federal portion of 
these expenditures” (Attachment 7). 

On April 23,1997, an RFAI was sent to the DNC for the 1996 30 Day Post- 
General Report. The RFAI stated that the $3,283;75 in payments made to the 
HWPC on October 25 and November 18, 1996 constitute contributions to another 
political committee, and are therefore not an activity that can be paid for with 
allocated (federal and non-federal) monies. In addition, the RFAI explained that 2 
U.S.C. §441a(a) precludes a committee fkom making contributions to another 
political committee in excess of $5,000 per calendar year. Lastly, the RFAI stated 
that reimbursements fkom the non-federal account for transfers and contributions 
to other committees is not permissible under 11 CFR 8102.5. The RFAI 
recommended that the DNC immediately transfer back to its non-federal account, 
the total amount received by its federal account for this activity, and that the DNC 
notify the recipient committee and request a rehnd of the amount in excess of 
$5,000, if an excessive contribution was made (Attachment 8). 

On May 8, 1997, the DNC filed a letter in response to the RFAI dated April 
23, 1997. The letter explained that the payments in question represent dollar-for- 
dollar reimbursements for payments made on behalf of the DNC by the: HWPC. 
The response stated that the DNC reiterates its arguments in its letters of March 
26, 1997 ’and April 18, 1997 regarding the characterization of these expenditures, 
and concluded by stating that the DNC will not make any transfers to its non- 
federal account in connection with these payments at this time (Attachment 9). 

On May 22, 1997, a Second Notice was sent to the DNC for the 1996 30 
Day Post-General Report. The Second Notice acknowledged that the DNC 
reiterated the comments made in its response dated March 27, 1997. Furthermore, 
the Second Notice explained that the examples cited by the DNC in its response of 
March 27, 1997 were not analogous to its present situation. The Second Notice 
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addressed A 0  1995-22 first, stating that it involves two affiliated national party 
committees disclosing reimbursements as negative disbursements on Schedule H4. 
The Second Notice addressed MUR 2345 and MUR 261 1 as well, stating that they 
were not applicable examples because both involve a state party committee 
receiving transfers fiom either a national party committee or a candidate 
committee. The Second Notice acknowledged that, if the DNC had paid the 
vendors directly rather than disbursing monies through the HWPC, then these 
expenses would be lawfbl shared allocable expenses. However, as the Second 
Notice explained, the disbursement included monies fiom the DNC’s non-federal 
account, which, when contributed to another federal committee, results in the 
recipient committee receiving impermissible finds. The Second Notice also stated 
that the disbursement to the HWPC appears to exceed the contribution limit of 
$5,000 for a qualified multi-candidate committee to another political committee 
under 2 U.S.C. §441a(a)(2)(C). The Second Notice recommended that the DNC 
notifjr the HWPC that it made a prohibited and excessive contribution and request 
a re fhd  of the entire prohibited non-federal share of the “reimbursement.” It also 
recommended that the DNC request a rehnd fiom the HWPC of the amount that 
exceeds $5,000 of the federal share. Lastly, the Second Notice requested 
clarification concerning the role of the HWPC in the DNC’s fundraising activity 
and the arrangement that existed between the two committees for the fbndraiser 
(Attachment 10). 

On June 11 , 1997, the DNC filed a letter in response to the Second Notice 
dated May 22, 1997. The response stated that the DNC continues to reiterate its 
comments made in earlier letters, and that it believes the nature of these 
transactions should not be altered merely because the payments to DNC vendors 
merely “passed through” a federal political committee. The letter goes on to 
argue that the HWPC has disclosed this transaction as an offset to expenditure, and 
not as a contribution, and that the payments constitute legitimate allocable 
fundraising expenses. The letter explains that the DNC does not intend to transfer 
any finds to its non-federal account, or to pursue any requests for a refbnd fiom 
the H W C  at this time (Attachment 11). 
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26NOU96 -31MC96 1 97FEC/201/30110 
MOW6 -31DEC96 19 97FEC/282/3869 
26NOU96 -31DEC96 3 97FEC/205D253 
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All Reports Have Been Reviewed. 

Ending Cash-on-Hand as of 12/31/96: $2,377,654 

Outstanding Debts and Obligations Owed to t h e  Committee: $17,121.58 

Outstanding Debts and Obligations Owed by the Committee: $6,386,777.55 
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MIC SERVICES C O R P O R A T I O ~ ~ C M T I C  MTIO#AL COHllITTEE 
CMNECTED ORMIZCITIMI: NICHIGAi DEN PTY HICHIGCIW UICTORY 

1997.STITEllENT OF ORGAHIZIITIO# - MEWDMT 
'96 

NID-YEIR REWRT 22, BS, 632 22, Y07,767 1JIN97 -3DJUN97 1855 97FEC/223/2892 
HID-YEAR REPORT -cltrmDltocT . I 1 J r n  -3JuN97 ! 9KDc1231)1oY91 

. TOTIL 22,295,692 0 22,107,767 0 1861 TOTClL PAGES 

The Reports Have Not Been Reviewed. 

Ending Cash-'on-Hand as of 6/30/97: $2,2651578086 

Outstanding Debts and Obligations Owed to the Committee: 

Outstanding Debts and Obligations Owed by the Committee: 

$21,621.58 

$15,8711464.86 
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FEDERAL ELECTJON COMMISSION 
WASHINGTON, D.C. 20463 

Card Pensky, Treasurer w1219gl 
DNC Services Corporation/ 
Democratic National Committee 
430 South Capitol Street, SE 
Washington, DC 20003 

Page 1 of 3 

RQ-2 

Identification Number: COO010603 

Reference: October Quarterly Report (7/1/96=9/30/96) 

Dear Ms. Pensky: 

This letter is prompted by the Commission's preliminary review of the report(s) 
referenced above. The review raised questions concerning certain information contained 
in the report(s). An itemization follows: 

-Schedule H4 -of your report @&bent portion attached) discloses a 
$288,143 disbursement for PRODUCTION COSTS to the Hollywood 
Women's Political Committee. This type of activity constitutes a 
contribution to another political committee, and is therefore not an activity 
that can be paid with alloceted (federal and non-federal) monies. In 
addition, 2 U. S. C. §441a(a) precludes a committee from making 
contributions to another political committee in excess of $5,000 per 
calendaryear. 

Please be advised that your federal account may receive transfers fiom 
your non-federal account in order to pay for the costs of the following 
categories of activity: administrative expenses, shared fundraising events, 
shared exempt activities, and generic voter drives. 11 CFR 5106.5 
Reimbursement fkom your committee's non-federal account for transfers 
and contributions to other committees is not permissible. 1 1 CFR 6 102.5 

Federally registered wmmittees which received these fhds will be 
required to either transfer the funds to a non-federal account or return the 
n o n - f d d  portion to your committee's non-federal8ccounf. 
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Tbe Commission recommends that you immediately transfa back to your 
Don-federal account, the total amount received by your federal accounf for 
this activity* In addition, if you have made an excessive cofltriflufioon, you 
should notifjl the recipient committee and request a refund of the amount 
in excess of $5,000. 

Ahhough.the Commission may take M e r  legal action regarding this 
activity, your prompt d o n  will be taken into considdon. 

A written response or an amendment to your original report(s) correcting the above 
problem(s) should be Wed with the F e d d  Election Commission within fifteen (1 5) days 
of the date of this letter. I f  you n d  assistance, please fwl fivx to contact me on our 
toll-fiee number, (800) 424-9530. My local number is (202) 219-3580. 

fir=: 
ZF.! *: e -  
!! rs.. a: -: 5 

Pi c, ! 
a 

250 

Sincerely, 

Debbie Manzano 
Senior Reports Analyst 
Reports Analysis Division 



* .  D 8  - I  DBBU~ENTSCHGDULE 8-T UNE 21a . .  
==wick Cbrp.:/ Democratic National Committee . - 
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$17,702.96 disbursement for PRODUCTION COSTS, to the Hollywood 
Women's Political Committee. This type of activity constitutes a 
contribution to another political committee, and is therefore not an activity 
that can be paid with allocated (federal and non-federal) monies. In 
addition, 2 U.S.C. §441a(a) precludes a committee fiom making 
contributions to another 'political committee in excess of $5,000 per 
calendar year. 

Please be advised that your federal account may receive tmsfers fiom your 
' non-federal account in order to pay for the costs of the foilowing categories 
of activity: administrative expenses, shared findraising events, shared 
exempt activities, and generic voter drives. 1 I CFR 1106.5 Reimbursement 
fiom your committee's non-federal account for transfers and contributions 
to other committees is not permissible. 11 CFR 1102.5 

Federally registered committees which received these knds will be required 
to either transfer the funds to a non-federal account or return the non-federal 
portion to your committee's non-federal account. 

. 

'Attachment '#3 ' .  ' 

Page 1 of 5 

FEDERAL ELECTION COMMISSION 
WASHINGTON, D.C. 20463 

Carol Pensky, Treasurer . 
DNC Services Corporation/Democratic 
' National Committee 

430 South Capitol Street SE 
Washington, DC 20003 

Identification Number: COO0 10603 

Reference: 12 Day Pre-General Report (10/1/96-10/16/96) 

Dear Ms. Pensky: 

RQ-2 
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DNC SERVICES 
DEMOCRATIC NATIONAL COMMI'ITEE 

PAGE 2 

The Commission recommends that you immediately transfer back to your 
non-federal account, the total amount received by your federal account for 
this activity. In addition, if you have made an excessive contribution, you 
should notify the recipient committee and request a refund of the mount in 
excess of $5,000. 

Although the Commission may take firther legal. action regafding this 
activity, your prompt action will be taken into consideration. 

-Schedule A of your report (pertinent portion(s) attached) discloses a 
contribution(s) fiom an organiZation(s) which is not a political committee 
registered with the Commission. In order for your committee to accept . 

contributions from unregistered organizations into accounts used to 
influence federal elections, your committee should take steps to insure that 
the contributor(s) used permissible hnds to make the contribution(s) to 
avoid violating 2 U.S.C. #441a(f) and 441b or 11 CFR §102.5(b). Under 
1 1 CFR 6 102.5(b), organizations which are not political committees under 
the Act and choose to contribute to federal committees must either: 1) 
establish a separate account which contains only those hds  permitted 
under the Act, or 2) demonstrate through a reasonable accounting method 
that the organization has received sufficient finds subject to the limitations 
and prohibitions in order to make the contribution. 

If the contribution(s) in question was incompletely or incorrectly disclosed, 
you should amend your original report with clarifjring information. In 
addition, please clarifjr whether the contribution(s) received h m  the 
referenced organization(s) is permissible. To the extent that your 
committee has received impermissible hnds, the Commission recommends 
that you transfer the impermissible hnds to an account not used to 
influence federal elections or refhnd the impermissible amount@) to the 
donor(s) in accordance with 11 CFR 5 103.3@). In order to protect the 
donor's interests, the Commission recommends that you inform the 
contributor(s) in writing to provide the donor(s) with the option of receiving 
a refbnd or granting written authorization for a transfer to another account. 

. 

Please inform the Commission of your corrective action immediately in 
writing and provide a photocopy of your check for the transfer-out 'or 
refimd. Should you choose to transfer-out or refirnd the contxibution(s), the 
Commission will presume the finds were impermissible if no statement 
h m  your committee provides information to the contrary. Transfers-out 
and rehnds should be disclosed on a Schedule €3 supporting Line 22 or 28 
of the report covering the period during which the transaction was made. 
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Although the Commission may take f.urther legal action concerningthe 4 

acceptance of prohibited contributions, prompt action by your commiffee in 
transferring-out or rehding the amounts will be taken into consideration. 

-Schedule A of your 1996 October Quarterly Report (pertinent pmtion(s) 
attached) disclosed a contribution(s) which appem to exceed the limits set 
forth in the Act. The Act precludes a political committee which is 
established and maintained by a national political party and any affiliated 
committees fkorn accepting mntributionsjn excess of $20,000 in a calendar 
year fiom a person or political committee which is not a’multicandidate 
committee. 2 U.S.C. §MIa(f)’ 

, 
. ;n’ 

The Commission notes your refund(s) of ~e excessive wntribution(s) 
disclosed on this report. Although the Commission may take mer legal 
action concerning the acceptance of an excessive contribution(s), your 
prompt action in refbnding the contribution(s) will be taken into 
consideration. 

-Please clarifL all expenditures made for MEDIA on Schedule H4. If a 
portion or all of these expenditures were made on behalf of specifically 
identified federal candidates, this amount should be disclosed on Schedule 
B or F supporting Line 23 or 25 and include the amount, name, address and 
office sought by each candidate. 1 1 CFR 51 04.3(b) 

-Schedule H3 of your report discloses the aggregate amount of in-kind 
corporate donations received for allocable activity. Pursuant to Advisory 
Opinion 1992-93, “In order to clan@ when these transfers occurred, the 
committee should also note, on the Schedule H3 listing, that the transfer 
reflected thereon relates to H4 entries of donors that are itemized on 
specific pages, e.g., H4, p. 4, entries A and C.” Please amend your 
Schedule H3 to properly dislcose this missing information. 

-On Schedule H4  supporting Line 2 1 (a) of the Detailed Summary Page, you 
have not included the fir11 name and/or mailing address for the vendor@) 
listed. Please amend your report accordingly. 

-Your n p r t  disclases offsets for operating expenditures on Schedule A 
supporting Line 15 to W.A. W ilde Company and Corporate Entertainment 
Services; Inc. Please dariw the nature of these rehnds. 
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-Schedule D of your report has failed to include certain information. 
Commission Regulations require the fir11 name and mailing address of each 
creditor, the outstanding balance at the beginning and end of the reporting . 

period, the amount incurred during the period, the payment made during the 
period, and the nature or purpose of each debt. Additionally, all debts must 
be reported continuously until extinguished or settled. Please amend your 
report by providing the purpose of the debts owed to IPBS (previously 
Budda’s Light Int’l Assoc.) and Music Express. 1 1 CFR 5 104.1 1 

-Schedule D of your report discloses credits for debts owed to 
ARCHIBALD ALLEN ASSOCIATES, INC., BOOMERANG STUDIOS, 
MALCHOW & COMPANY, and ROMASH COMMUNICATIONS. 
Please clarify the reason for these credits. 

A written response or an amendment to your original report(s) correcting the above 
problern(s) should be filed with the Federal Election Commission within fifteen (15) days 
of the date of this letter. If you need assistance, please feel fiee to contact me on our 
toll-fiee number, (800) 424-9530. My local number is (202) 219-3580. 

250 

Sincerely, 

Debbie Manzano 
Senior Reports Analyst 
Reports Analysis Division 
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OWeURssMpnw€DUE ET  FOR LINE 21a 

MlT FEDERAUNON-F€D€ 
(* lnm} eo A F $ C H E W L E  

NAMEOFCOMAIIITTEE 

B 

I 

DNC Services Gorp. I Democratic National Committee 

$0,851.48 

OWeURssMpnw€DUE ET  I FOR LINE 21a 
NAMEOFCOMAIIITTEE 

DNC Services Gorp. I Democratic National Committee ' % 

TQTALAMolNr 

. $11200 

-SHARE 

$218.00 

-RAL8MRE 

$115.50 

s27.89 ' 

$21040 

$58.00 - 

b 

. 
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e @Attachment #‘4 

Debbie Manzano 

CONVERSATION WITH: Neil Reiff’ 

COMMITTEE: DNC Services CorporatiodDemocrati c National Committee 
(“DNC”) 

DATE: March 14, 1997 

SUikiiCT: €@Ai dated March 12, 1997 - Hollywood -Women’s Political 
Committee (c‘HWPC”) Issue 

Neil Reiff, a lawyer for the DNC, called the RAD analyst. Mr. Reiff made reference to the 
WAi dated -March 12, 1997 regarding the issue with the HWW. He wanted to know how the 
HWPC reported the receipt of these payments, and who the contact person was for the HWPC. 
The RAD analyst stated that the analyst assigned to the committee may have this information and 
gave him the name of the analyst. Mr. Reiff asked the analyst if the payments would still be 
considered excessive if the H-WC disclosed the receipt of such payments as offsets to operating 
expenditures. The analyst stated that the activity as reported by the DNC would still be at issue. 
Mr. Reiff stated that the lawyers for the DNC would be meeting next week and a response will be 
filed soon. 

, 
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-am9 . IS National Chair ft Governor Roy Rorner, General Chair 

Ms, Debbie Manzano 
Reports Analyst 
Federal Election Commisshn 
999 E Street, N.W. 
Washington, DC 20463 

ID#: COO010603 

March 26, 1997 

RE: Response to letter of March 12, 1997 to Carol Pensky, 
' Treasurer, DNC Services Corporatfon/Democratic National Committee. 

Dear Ms, Manzano: 

The DNC is in'receipt of your letter of March 12, 1997. In 
this letter, you request clarification of the following itein from 
our 1996 October Quarterly Report, which covered the period from 
July 1; 1996 through September 3 0 ,  1996: 

1') You state a payment to the Hollywood Womenns P o l i t i c a l  Caucus 
("HWPC~I), a federally registered political committee, in the amount 
of $288,143.00  should not have been disclosed as an expenditure on 
Schedule H4. Rather, you attempt to characterize this transaction 
as a contribution from one political committee to another, and 

. request that the DNC transfer the non-federal portion of this 
expenditure from its federal account to its non-federal account. 
Furthermore, you state that the amount paid in excess of $5,000 
exceeds the contribution limits of 2 U . S . C .  § 441a(a), 

* The  DNC vehemently disagrees with the FEC's 
characterization of this transaction. This payment, as 
well as an additional payment in October, 1996, reflect 
a reimbursement for fundraising costs paid for by the 
Hollywood Women's Political Committee on behalf of the 
DNC. The payments made by HWPC reflect arms lengthl 
transactions -with commercial vendors on behalf of the  DNC 
f o r  a fundraising event held by the DNC in Los Angeles, 
CA on. September '12, 1996. Payments by DNC to HWPC 
reflect dollar for dollar reimbursement for those costs, 
and were properly disclosed as allocable fundraising 
costs on Schedule H4 of the DNC's report. . It is our . understanding that  HWPC, in amended reports, has 
disclosed the receipt of funds by the DNC as an "Offset 
to Expenditure" on Line 15 of its reporGs, 

- 

- .  
Democratic Party Headquarters 43O.South Capitol Street, S.E. Washington, D.C. 20003 202-863-8000 Fax: 202-863-8174 

Paid fir by the Demmt ic  Natianul Committee Conrribuiions to the Demacmtic NutioMl Comrnitteo are not tar deductible. 
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The position of the FEC that these transfers constitute 
a contribution merely because the transaction is between 
two federally reg i s tered  political committees is clearly 
at odds with FEC precedent. Specifically, Advisory 
Opinion 1995-22, the Commission advised the Democratic 
Congressional Campaign Committee that it could disclose 
reimbursements from the Democratic Senatorial Campaign 
Committee on an ongoing basis, and that such transactions 
are disclosable as “ O f f  sets to Expenditures. These 
expenditures made by the DCCC were originally allocated 
and disclosed on Schedule H4. Furthermore, it is our 
understanding that the DSCC reports these disbursements 
to the  DCCC as allocable expenditures on Schedule H4. See 
Also MURS 2345, 2611 (Permitting federal candidates to 
reimburse party committees, as offsets, for expenditures 
made by the committee on behalf of those candidates). 
Thus, it is apparent that the Commission has consistently 
held that not a l l  transfers between t w o  federally 
registered political committees are, by definition, 
contributions- In this case, the DNC reimbursed, dollar 
for dollar, allocable fundraising expenditures which were 
paid for on behalf of the DNC by HWPC. Therefore, the 
DNC believes that this transaction was properly disclosed 
on Schedule H4, and that it was e n t i t l e d  to transfer 
funds from its non-federal account to its federal account 
to pay for the non-federal portion of this fundraising 
expense. 11 C - F - R .  § 106.5. 

If you have any further questions, please contact me at the 
address below. 

Bradley K, Marshall 
Assistant Treasurer 

. ... , - 
_ .  . c.. .. 
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March 26,.  1997 

Ms. 'Debbie Manzano 
Reports Analyst 
Federa.1 Election Coxmhission 

Washington, DC 20463 - 
999 E Street, N.W. . .  

ID#: COO010603 

RE: ' Response to letter of March 12, 1997 to Carol Pensky, 
Treasurer, DNC Services Corporation/Democratic National Committee. 

Dear Ms. Manzano: 

The DNC is in receipt of your letter of March 12, 1997. In 
this letter, you request clarification of the following i t e m s  from 
our 1996 12 Day Pre-General Report, which covered the period from 

1) You state a payment to the Hollywood Women's Political Caucus 
(*'HWPP) , a federally registered political committee, in the amount 
of $17,702.96 should not  have been disclosed as an expenditure on 
Schedule H4. Rather, you attempt to characterize this transaction 
as a contribution from one political committee to another, and 
request that the DNC transfer the non-federal portion of this 
expenditure from its federal account to its non-f ederal  account. 
Furthermore, you state that the amount paid in excess of $5 ,000  
exceeds the contribution limits of 2 U . S . C .  § 441a(a). 

* The DNC vehemently disagrees with the FEC's 
characterization of this transaction. This payment, as 
well a s  an additional payment in September, 1996, reflect 
a reimbursement for fundraising costs paid for by the  
Hollywood Women's Political Committee on behalf of t h e  
DNC. The payments made by HWPC reflect arms length 
transactions w i t h  commercial vendors on behalf of the DNC 
for a fundraising event held by the  DNC i n  L o s  Angeles,. 
CA on September 12, 1996. Payments by DNC to HWPC 
reflect dollar for dollar reimbursement for those costs, 
and w e r e  properly disclosed as allocable fundraising 
costs on Schedule H4 of the DNC's report. It is our 
understanding that HWPC, in amended reports, has 
d i s c l o s e d  the receipt of funds by the DNC as an Wffset 
to Expenditure" on Line 15 of its reports. 

October 1, 1996 through October 16, 1996: - 

. '  

Democratic Party Headquarters ' 430 South Capitol Street, S.E. Washington, D.C. 20003 202-863-8000 F a  202-8&3-8174 
Paid for by the Democmtic National Committee. Contributions to the Democratic National Committee are not tiax deductibk. 

0-1 
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The position of the FEC that  these transfers constitute  
a contribution merely because the transaction is between 
two federally registered political committees is clearly 
at odds with FEC precedent. Specifically, in Advisory 
Opinion 1995-22, t h e  Commission advised the Democratic 
Congressional Campaign Committee that it could disclose 
reimbursements from the Democratic Senatorial Campaign 
Committee on an ongoing basis, and that such transactions 
are disclosable as ' * O f f  sets to Expenditures. These 
expenditures made by the DCCC w e r e  originally allocated 
and disclosed on Schedule €34. Furthermore, it is our 
understanding that  the DSCC reports these disbursements 
to the DCCC as allocable expenditures on Schedule H4. See - A l s o  MURS 2345,  2611 (permitting federal candidates to 
reimburse party committees, as offsets, for expenditures 
made by the committee on behalf of those candidates). 
Thus, it is apparent that  the Commission has consistently 
held that  not all transfers between two federally 
registered political committees are, by definition, 
contributions. In this case, the DNC reimbursed, dollar. 
for dollar, allocable fundraising expenditures which were 
paid for on behalf of the  DNC by HWPC. Therefore, the 
DNC believes that this transaction was properly disclosed 
on Schedule H4, and that it was entitled to transfer 
funds from its non-federal account to its federal account 
to pay for the non-federal portion' of this fundraising 
expense- 11 C . F . R .  S 106.5. 

* 
You state that there is a contribution an Line  ll(c) that does 

not appear to be from a federally registered political committee. 

* This contribution is, in fact, from a political 
committee, but was misreported due to a data entry error. 
A corrected Page 2 of Line Il(c) is enclosed- 

3) You ask for clarification of all media expenditures made by 
the DNC on Schedule H4. 

* All media expenditures disclosed on Schedule H4 were f o r  
"generic'' media. These media expenditures were not made 
on behalf of any specific federal candidate. 

4 )  You ask that  all in-kind contributions disclosed on Schedule 
H4 be crossed referenced to its offsetting entry on Schedule H3. 

* Enclosed please find amended Pages H3 and H4 that  cross- 
reference all allocable non-federal in-kind contributions 
received. 

, .  . . .  
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5 )  You ask that  the DNC provide addresses for all vendors on 
Schedule R4 for which such. addresses were omitted. 

Enclosed please find amended Schedules B and H4 for all 
omitted addresses for Lines 21(a) and (b). 

* 

6 )  You ask for clarification of the nature of refunds for the 
following vendors. 

* W.A. Wilde ComDanv - This refund represents an 
overpayment of postage for a direct mail solicitation. 
T h i s  company was, in fact, a subcontractor for Adams, 
Malchow L Hussey who was the ultimate vendor of the DNC. 
The vendor inadvertently refunded the overpayment 
directly to the DNC, rather than making payment back to 
Adams, Malchow 6i Hussey. 

Corporate Entertainment Services, Inc. - This refund 
represents a refund for overpayment for production and 
consulting costs for a DNC fundraiser held in September 
of 1996. The original payment to t h i s  vendor is listed 
as payable to V E S "  on our October Quarterly report. 

7 )  You ask the DNC to provide certain missing informatian on 
Schedule D of our report. 

Enclosed please find an amended Schedule D which provides 
the missing information requested. 

* 

8 )  
on Schedule D of our report: 

You ask for clarification of credits shown for certain vendors 

* Archibald Allen Associates, Inc. - It was determined that  
this vendor, who was a subcontractor o f  another DNC 
vendor, charged the DNC in error. The credit reflects 
that this vendor was not due any payments from the DNC. 

* Boomerains Studios - The  credit listed for this vendor 
reIlects a data entry error by DNC staff. An invoice for 
$965.00 was entered twice. In fact, there was only one 
payment for $965.00 due to this vendor. 

Romash Communications - T h i s  credit reflects the fact the 
DNC staff accidentally entered an invoice of the 
Convention Committee into the DNC accounting system. 
This expense was paid for by the 1996 Democratic National 
Convention Committee, Inc. Thus, the credit is a 
correction of the  original data entry error. 

* 

. .  
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* Malchaw & Comanv - This credit was disclosed in error. 
An amended Schedule Page 16 of D is enclosed. Also,  a 
corresponding Schedule D is enclosed for the Post-General 
Report 

Also enclosed with this letter are the following amendments: 

1) An amended Page 13 for Line 1 of Non-Federa.1 Corporate. 
This amendment corrects an address for a donation by Boeing 
Corporation, which was previously listed the corporate contact 
as the dolior. 

2 )  Amended cover pages for the Post-General Report which 
carry forward corrections from prior reports. 

3) Amended cover pages and schedule B, Line 22 for the Year- 
End report which carry forward prior corrections, and disclose 
two transfers previously omitted from this report. 

. If you have any further questions, please contact me at the 
address below. ' 

Sincerely, 

Bradley K. Marshall 
Assistant. Treasurer 
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FEDERAL ELECTION COMMISSION RQ-3 
WASHINGTON. D.C. 20463 

April 7,1997 

Card Pensky, Treasurer 
DNC Services CoxporatiodDernomtic . 

National Committee 
430 South Capitol Street SE 
Washington, DC 20003 

Identification Number: COO01 0603 

October Quarterly (7/1/96=9/3U/96) and I2 Day Pre-General 
10/16/96) - -  Reparts 

. -;‘-y- 7 - __ Reference: 
. - .-.-_ r -  - 

_-I c . -.*---# 
. x -  

Dear Ms. Pensky: 

( 10/1/96- 

On March 12, 1997 you were notified that a review of the above-referenced 
report(s) raised, questions as to specific contributions andor expenditures, and the 
reporting of certain information required by the Federal Election Campaign Act. 

-: 
il”’] 

Qg 

Your March 27, 1997 response is incomplete because you have not provided all 
the requested information. For this response to be considered adequate, the following 
information is still required. 

-In your response concerning payments to the Hollywood Women’s 
Political Committee, you cite Advisory Opinion 1995-22 and MURs 2345 
and 2611; however, these examples are not analogous to your present 
situation with the Hollywmd Womeds Political Committee. A 0  1995-22 
involves two affiliated na tional mrtY c o a t t e e s  disclosing 
reimbursements as negative disbursements on Schedule H4. MUR 2345 

- and. MUR 261 1 are not applical$e -examples because both involve-a state 
party committee receiving transfers h m  either a national party committee 
or a candidate committee. 

The Commission acknowledges that, if your committee had paid the 
vendors directly rather than disbursing the monies throu@~ the Hollywood 
Women’s Political Committee, then these expenses would be lawfbl shared 
allocable expenses. 1 1 CFR 106.5 However, the disbursement included 
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monies fiom your non-federal account which, when contributed to another 
political committee registered with the Commission, results in the recipient 
committee receiving impermissible finds. 2 U.S.C. $44 1 b(a) 

The disbursement to Hollywood Women’s Political Committee appears to 
also exceed the contribution limit of $5,000 for a qualified multi-candidate 
committee to another political committee. 2 U.S.C. #441a(a)(2)(c) 

You should noti@ Hollywood Women’s Political Committee that you made 
a prohibited and excessive contribution and mpest a refund of the‘ entire 

ohibited non=federal share of th e “reimbumement.” You should also 
request a refund from Hollywood Women’s Political Committee of the 
amount that exceeds $5,000 of the federal share. 

. .  

The Commission requests firrther clarification concerning the role of 
Hollywood Women’s Political Committee in the Dmocratic National 
Committee’s findraising activity and the arrangement that existed between 
your two committees for the hndraiser. 

Although the Commission may take hrther legal action regarding this 
activity, YOUT prompt action will be taken into consideration. 

If this information i s  not received by the Commission within fifteen (1 5) days fiom 
the date of this notice, the Commission may choose to initiate audit or legal enforcement 
action. 

If you should have any questions related to this matter, please contact Debbie 
Manzano on our toll-fiee number (800) 424-9530 or our local number (202) 219-3580. 

Sincerely, 

fieD:bpjsi_ Assistant Staff Director 

Reports Analysis Division 
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Democratic National Corn 
Steve Grossman,. - - - .-.... 

N ~ t i ~ m l  Chair * Ckwernot Roy Romer, General Chair 

April 18, 1997 

Mr. John D. Gibson 
Assistant Staff Director 
Reports Analysis Division 
Federal Election Commission 
999 E Street, N . W .  
Washington, D.C. 20463 

RE: 
Services Corporation/Dernocratic National Committee (#C00010603) 

Dear Mr. Gibson: 

L e t t e r  to Carol Pensky of April 7 ,  1997, Treasurer of DNC 

The DNC is in receipt of your'letter of April 7 ,  1997 to 
Carol Pensky regarding payments made by the DNC in the total 
amount of $305,845.96 payable to the  Hollywood Women's Political 
Committee ("HWPC") , for reimbursement of fundraising expenditures 
made on behalf of the DNC. 

In your letter, you reject the  DNC's contention that these 
expenditures were properly paid for by the DNC as allocable 
fundraising expenditures, and disclosed as ''Offsets to 
Expenditures" by the Hollywood Women's Political Committee. 

In your letter, you do n o t  provide any basis for your 
determination other than the fact that  the two entities involved 
are both federal political committees. 

Your position in this matter ignores past  FEC precedents, 
and would lead to the result of the acceptance of a federal in- 
kind contribution to the DNC in the amount of $132.922.98 (50% of 
the fundraising costs less $5,000 retained by HWPC less $15,000 
l i m i t  from HWPC to DNC). 

transactions with commercial vendors on behalf of t h e  DNC for a 
fundraising event held by the DNC in Los Angeles, CA on September 
12, 1996. Payments by DNC to HWPC reflect dollar for dollar 
reimbursement for those costs, and were properly disclosed a s  
allocable fundraising costs on Schedule H4 of the DNC's report. 

1 . .  

Again, the payments made by HWPC reflect arms length 

You state in your letter that had the DNC paid vendors 
directly for these expenses they would have been l a w P u l  allocable 
expenses: However, since the expenses merely passed through a 

. .  

Democratic Party Headquarters 430 South Capitol Street, S.E. Washington, D.C. 20003 202-863-8000 Fax: 202-863-8174 
Paid fur by the Democratic National Committee. Contributions to the Democratic National Committee are not tax deductible. 
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federal political committee, they somehow convert these 
transactions from lawful expenditures to unlawful contributions. 
As stated in our earlier letter, the FEC precedents stated 
therein stand f o r  the  proposition that the Commission should look 
at the nature of the transaction, and not a t  the entities who are 
involved in the transaction. Thus, the Commission has permitted 
party and candidate committees to transfer funds in connection 
with 'allocable activities to the federal account of another 
federal political committee without regard to source or 
contribution limitations, You attempt to distinguish these 
precedents by stating that since these cases involved party and 
candidate committees this situation is different. However, these 
precedents do not rest on what type of federal political 
committees involved that were involved in the transaction, 
rather, these precedents demonstrate that a federal committee may 
reimburse another federal committee as an "operating expenditure" 
for costs incurred on its behalf by another committee, even ' 

though such payments may exceed the  established contribution 
limit between those committees, and those funds may include 
amounts from sources that are not permissible under the FECA (See 
a l so  MUR 3716 (permitting a non-federal candidate to reimburse a 
federal political committee for its share of expenses i n  
connection with a slate card mailer'); A u d i t  Division Report for 
Bush-Quayle '92 General Committee, Inc. (permitting publicly 
funded presidential candidate committee for general election to 
treat reimbursement payment f o r  expenses to state party as 
"qualified campaign expenditures") . 

The Commission has placed the DNC in a Catch-22. Either 
these payments reflect an arms-length, dollar for dollar 
reimbursement for expenditures paid for  by the DNC by the HWPC 
{in which case it is entitled to allocate these expenditures 
pursuant to 11 C.F.R. S 106.5), or the DNC will be forced by the 
Commission to accept an excessive in-kind contribution from t h e  
HWPC in the amount of $137,922.98! 

Therefore, the DNC urges you to reconsider your position 
regarding t h i s  matter. At t h i s  t i m e ,  the DNC has no intention of 
requesting a refund of any payments made to HWPC, since such 
payments would lead to the impermissible acceptance of an 
excessive in-kind contribution by our committee. Furthermore, 
since the DNC believes t h a t  it was entitled to allocate these 
expenditures, it has no intention to request a refund of the  non- 
federal por t ion  of these expenditures. 

If you have any questions regarding this matter, please 
contact m e  a t  the  address below. 

Sincerely, 

Bradley K. Marshall 
Assistant Treasurer 
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Carol Pensky, Treasurer 
DNC Services CofporationlDemocratic 

National C o d t t e e  
430 South Capitol Street SE 
Washington,DC 20003 

I 

COMMISS ION 

Attachment. #8 

Page Of 

Identification Number: COO010603 

Reference: 30 Day Post-General Report (lO/17/96-11/25/96) 

Dear Ms. Pensky: 

This letter is prompted by the commission's preliminary review of the report(s) 
referenced above. The review raised questions concerning certain infannation contained 
in the report@). An itembation follows: 

-Schedule A of your report (pertinent portion(s) attached) discloses a 
contribution(s) fiom an orga&ation(s) which is nut 8 political committee 
registered with the Commission. In order for your cornmiftee to accept 
contributions h m  unregistered organizations into accounts used to 
influence federal elections, your committee should take steps to insure that 
the contributar(s) used permissible h d s  to make the contribution(s) to 
avoid violating 2 U.S.C. §9441a(f) and 441b or 11 CFR §102.5(b). Under 
11 CFR #102.5(b), organizations which are not political committees under 
the Act and choose to contribute to federsf committees must either: 1) 
establish a separate account which ccmtains only those h d s  permitted 
under the Act, or 2) demonstrate through a reasonable accounting method 
that the organization has received sufficient h d s  subject to the limitations 
and prohibitions in order to make the contribution. 

If the contribution() in question was incompletely or incorrectly disclosed, 
you should amend your original report with clarifying idormation. In 
addition, please clarifjr whether the mmtribution(s) d v e d  fkom the 
referenced organization(s) is permissible. To the extent that your 
committee has received impermissible hds,  the Commission recommends 

C&l&rating thc COmmimWs 20th Anniversary 

YESTERDAY, TODAY AND TOMORROW 
DEDICATED TO KEEPING THE PUBLIC INFORMED 
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b 
e that you transfer the impermissl.ble funds to an account not used to 

influence federal eldons OT r e h d  the impermissible amomt(s) to the 
donor@) in accordance with 11 CFR 9103.3@). In order to protect the 
donofs interests, the Cummission recommends that you inform the 
contrjbutor(s) inwriting to provide tbt&mox(s)kith the option of receiving 
a r e h d  or granting written authorization for a transfa to mother account 

Please inform the t om mission of your correcfive action immediately L 
writing and p v i d e  a photocopy of your check for the. tmmfm-out or 
r e h d .  Should you choose to transfer-out or the c@ri%ution(s), the 

!-' 

?b 

I. . .- 

. 'I. - .&I - 

Commission will presume the fimds were impemissiMe if no statement 
from your committee provides information to the COIltrary. Transfks-out 
and r e b d s  should be disclosed 011 a Schedule B Supporting Line 22 or 28 
of the report covering the period during which the transaction was made. 

Although the Commission may tske fitrther legal action concerning the 
acceptance of prohibited contributions, prompt action by your corrmxiffte in 
tmnsferring-out or refirnding the mounts will be taken into cansideration. 

-Schedule B Supporting Line 28(a) discloses rehds made to several 
individualdpersons othm than political committees; however, it appe81s that 
the receipt of these contributions have not been previously reported by your 
mmmittee. Please provide the original date of receipt for each contriiiution. 
In addition, if the contributions were not previously disclosed, you must 
amend the report covering the period during which the contribution was 
received to disclose the receipt on Schedule A supporting the line ll(a)(i) 
of the Detailed Summary Page. 11 CFR 8 1O3.3(b)( 1) 

-The totals listed on Lines qc), 7,18,19,2l(a)(i), 21(c) and 30, Column B 
of the Summary and Detailed Summary Pages appear to be incorrect. 
Please be advised that you should add the "Calendar Year-&Date'' total 
b m  your previous report to the current "Total This Period" figm 
Column A to derive the correct Columa B totals. Please amend your report 
and any subsequent reports that may be af%cted by this d o n .  

-Line 1 l(a)(i) of the Detailed S k a r y  Page of your report discloses .a total 
of $4,376,502.10 in contributions 6 indivjdualdpemons other than 
political Committm~ The sum of the enlxies itemized on Schedule A, 
however, indicates the total to be $4,344,727.97. Please amend your report 
to clarifjl the discxeptmcy. 

. - - v  - 
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-Your report discbes ofiets for operating expenditures on Schedule A 
supporting Line 15 to '96 DNCC, Direct Mail Management and Typed 
Letters Corp. Please chi@ the purpose of these rehds. 

1 - 1  =The outstanding balance of a debt awed to a creditcn at the close o f m e  
report should be exactly the same as the outstanding balance beginning the 
period of the next report. This repart shuws begirming balances to Bell 
Atlantic-DC, Guernsey Office Products, IPBS, PDR Resources, Inc., and 
US. Healthcare, which are not i d i t i d  to the ending outstanding balances 
for these creditors on the 12 Day Pre-General Report. Please amend your 
report to clarifL these disctepancies. - 

y i 
I .  
L :  

-Your report discloses an outstanding balance@) beginning tbis period for a 
deb@) owed to Greenberg Research, hc. However, an outstanding 
balance@) at the close of the period was not disclosed on your 12 Day Pre= 
G e n d  Repcnt Please amend your report@) to cIarQ this discrepancy. 

=Schedule H3 of your report discloses the aggregate amount of in-kind 
corporate donations received for allocable actiyity. Pursuant to Advisory 
Opinion 1992-93, "In d e r  to clarify when these transfers occurred, the 
committee should also note, on the Schedule H3 listing, that the transfer 
reflected thereon relates to H4 entries of donors that are itemized on 
specific pages, e& H4, p. 4, entries A and C.)' P h s e  amad your 
Schedule H3 to properly disclose this missing information. 

-Schedule H4 of your report (pertinent portion(s) attached) discloses 
disbursements to s e v d  federal and non-federal committees. Please be 
advised that contributions and transfm to federal and non-federal 
committees do not qualifjl as shared expenses to be allocated ktween your 
federal and non-federal 8ccoullts. Contributions to federal committees 
should be disclosed on a Schedule B supporting Line 23 and mfri%utions 
to non-federal committees cm a separate Schedule B supporting Line 29. In 
addition, transfers to affiliated ammi- should be properly disclosed on 
a Schedule B supporting Line 22. Any reimbursement fbm your 
committee's non-Meral8ccoult for any portion of these contriiutiom is 
not permissible. 11 CFR #102S(a)(l)(i). 

The cammissim recmunend~ tbat yA imme;tiately transfix the fimis 
received by your federal acmunt, as reimbursement for the non-federal 
portion, back to your non-federal account Although the Commission may 
take firrther legal action concerning this prohibited activity, your prompt 
action will be taken into caasidezation. 

+a 
t - .. 

. 

. . .  . 
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Please be advised that your federal account may receive tmnsb .fima your 1 
non-few account in order to pay far the cosf~ of the following categories 
of activity: adminimtive expenses, shared fundraising events, s h e d  
exempt activities; and generic voter drives. 11 CFR $106.5 Reimburse- 
ment fbm your commitbe's n0n-f- account for transfers and 
contributions to other wmmittees is not permissible. 11 CFR 8102.5 

- 

Attachment 8 

Although the Commission may take-fkther legal action regarding this 
activity, your prompt action will be taken into ckidmtion. - 

s, i" ... I . 
9 = .j 

t PAGE 4 - 
-Schedule H4 of your repart (pertinent prticms attached) discloses 
$3,283.75 in disbursemeks far telephone, messenger service, and 
equipment 'rental to the Holrywood Women's Political Committee 
(H.W.P.C.). This type of activity ccmtitutm~ a ccmtxibution to another 
political committee, and is therefare not an activity that can be paid with 
allocated (federat and non-federal) monies. In addition, 2 U.S.C. 6441a(a) 
p l u d e s  a committee h m  making amtributioI18 to mother political 
commjffee h exces8 of $5,000 per deXMh ym. 

Federally registered committees which received these funds will be required 
to either transfer the h d s  to a non-federal accmt or return the non-federal 
portion to your committee's naa-federal accuunt. 

The Commission mommends that you immediately transfer back to your 
non-federal account, the total amount received by your f W  account for 
this activity. In addition, if you have made an excessive contribution, you 
should notifj, the recipient committee and request a refund of the amount in 
excess of $5,000. 

-Your report discloses h = h d  contributions ("donations") fiom 
co~porBtions on Schedule H4, supporting Line 21(a) of the W e d  
Summary Page (pertinent portions attached). Pursuant to Advisory Opinion 
1992=33 (copy attached), the Cammission concluded that a "national party 
committee may accept corporate in-kind dodons in corndm with h d -  
raising activitiesw as long as "the federal share of goods or Services is paid 
or transferred to thenanlfkkal account in &ce" of the acceptance of 
the oorpofate in-kind donations by the federal account. 

Advisory Opinion 1992-33 also discloses a detailed method for reporting 
the receipt and use of in-kind contii%utions as follows: 

4t 
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- f a  1. The trams& of the m-lpgd cornorate co ntributicm h m  thenon 
acco-t to the-fedw a- should be d isclosed m Schedule The 
itemization on Schedde H3 should include the date the Committee d v e d  
the in-kind conttibuticm, the amount of the contribution and the fundraising 

0 .  

* a  

* event involvad. :- D*- 

J.' .. 

2. The use or exbenditme of h - h d  orate ConhiutiOIls s w  be 
osed on sc hedule H 4 as non-f- share disbumemmtq, The 

itemization should provide tb same donor identification information 
required OD a Schedule A fbr i n - b d  contributioons far Federal elections. 

disclose the advance or 3. A second entry on Schedule H4 should .then 
conternman emus mment of the fdd account's share _of the i n - w  
commte contribution to the n o n - f w  accoun t. 

8 .  

Please amend your q m r t  to properly disclose the advance or 
contempokeous payment of the faderat account's share .of the in-kiad 
contributions received by your Committee. 

-On Schedule H4 rmpPorting Line 21(a) of the Detailed Summary Page, you 
have not included the firll name and/or mailing address for the vendm(s) 
listed. Please mend your report accordingly. . 

-The last Schedule B far Line 21(b) of your report discloses a total this 
period of $2,764,938.93 in other federal operating expenditures. However, 
the sum of the entries itemized on Schedule B indicates the total to be 
$2,677,841 3 5 .  Please amend your report to clari@ this discrepancy. 

-Please clarifjr all expenditures made fbr MEDIA on Schedule H4- If a 
portion or all of these expenditures were made on behalf of specifically 
identified fdml candidates, this amount s h d d  be disclosed on Schedule 
B or F supporting Line 23 OT 25 and include the amount, name, address and 
office sought by each candidate* 11 CFR @104.3(b) 

-PIease amend  you^ report by providing the address for each disbmement 
itemized on Schedule B Supparting Line 5 of your Ncm-fdd Finance 
Fund. 

-Schedule I far Line 1 of yaw non-federal unincorporated account discloses 
$1,872,775 in total receipts. However, the sum of the entries on Schedule 
A indicates this total to be $1,841,775. Please 

'- 

* : 

a = *  - a. . - -  
vi. 

this discrepancy. 
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-On Schedule A Srrpparting Line ll(a)(i) of the Detailed Summary Page, 
your report disclosed contributions from individuals that omit the dates of 
receipt. Please amend your report by supplying the information. 11 CFR 
5 104.3(aX4)(i) 

. '. 
-Schedule D of your m p r t  has fieiled to include certain informattion. 
Commission Regulations require the fU name and mailing address of each 
creditor, the outstanding balance at the beginning and end of the reparting 
period, the amount incurred during the period, the payment made during the 
period, and the nature or purpose of each debt. Additionally, all debts must 
be reported continuously until extinguished OT settled. Please amend your 
report by providing the purpose of the &bts owed to Music Express and 
Technology Educational Association. 1 1 CFR 8 104.1 1 

, 

A written response M an amendment to your Original report(s) correcting the above 
problem(s) should be filed with the. Federal Election Commission within fifteen (15) days 
of the date of this letter. If you need assistance, please feel fiee to contact me on our 
toll-free number, (800) 424-9530. My local number is (202) 219-3580. 

250 

Sincerely, 

Debbie lManzano 
Senior Reports Analyst 
Reports Analysis Division 
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a. 

Steve Grossman, National Chair + &%#$~,,#/f#&ner, General Chair 

May 8 ,  1997 

Ms. Debbie Manzano 
Reports Analyst 
Federal Election Commission 
999 E Street, N.W. 
Washington, DC 2 0 4 6 3  

ID#: COO010603 

, 

RE.: Re'sponse to letters of April 23, ,1997 to Carol Pensky, 
Treasurer, DNC Services Corporation/Dernocratic National Committee. 

Dear Ms. Manzano: 

The DNC is in receipt of your letters of April 23, 1997.. In 
these letters, you request clarification of the following items 
f r o m  our 1996 .30 Day Post-General Report, which covered the period 
from October 17, 1996 through November 25 ,  1996: 

1) You state that a contribution from America Presents, Ltd., 
disclosed on Line ll(c), does not  appear to be from a federally 
registered political committee, 

* Please  note that  this contribution was transferred to the 
DNC's Non-Federal Corporate Account on December 4 ,  1996 
(A copy of t h e  Page from our Year-End report reflecting 
t h i s ,  transfer is enclosed) . 

* 

2 )  You request that refunds disclosed on L i n e  28(a) be amended to 
reflect t h e  o r i g i n a l  date and i d e n t i t y  o f  each contribution refund 
listed on this Schedule. 

* Enclosed; please find an amended Schedule B, Line 28(a) 
that includes t h i s  information. 

3 )  
21(c) and 30 appear to be incorrect.  

.You s t a t e  that Column E3 for Lines 6 ( c ) ,  7 ,  18, 19, 2 l ( a )  (ii), 

* T h i s  error was corrected by the DNC in an amendment dated 
April 17, 1997. 

. .  

Democratic Party Headquarters 430 South Capitol Street, S.E. Washington, D.C. 20003 202-863-8000 Fax: 202-863-8 174 
Paid for by the Democratic National Committee. Contributions to the Democratic National Committee are not tax deductible. 
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4 )  You state that the amount disclosed on Line ll(a) (i)' does not 
equal the amounts on the detailed summary pages. The DNC disclosed 
$4,376,502.10 on its detailed summary page for this line. You 
state that the sum of the entries on Schedules A for this line 
total $ 4 , 3 4 4 , 7 2 7 . 9 7 .  

* Please note that  the .following pages (pop .  988, 1176, 
1561-1580) appear to have been inadvertently omitted from 
t h e  original report, and are included herein. The total 
amount for these pages is $33,023.13. This brings t h e  
total amount for Line ll(a) to $4,377,751.10. 

5) You ask fo r  clarification of the nature of refunds for the 
following vendors. 

'96 DNCC - These payments reflect reimbursement by the DNCC 
for payroll expenses incurred by the DNC on behalf of t h e  
DNCC . 
Direct Mail Manasement - This payment reflects a refund f o r  an 
overpayment of postage for direct mail fundraising. 

T w e d  Letters C o r m  - This payment reflects a refund for an 
overpayment of postage for  direct mail fundraising. 

6 )  You s t a t e  that the  beginning balances for certain vendors do 
no t  match the c los ing  balances disclosed on the DNC's Pre-General 
Report a 

* Please find an amended Schedule D which corrects these 
discrepancies. Please note that for U S .  Healthcare, the 
change corrects an error f o r  the Pre-General Report, not 
the Post-General Report. 

7 )  You sta te  that the  DNC's report d i s c l o s e s  an opening balance 
f o r  Greenberg Research, Inc., but this vendor is not included on 
the Pre-General Report. 

* Please find an amended Schedule D 'for the Pre-General 
Report which corrects this discrepancy. 
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8 )  You ask that all in-kind contributions disclosed on Schedule 
H4 be crossed referenced to its offsetting entry on Schedule H3. 
Furthermore, you ask that the DNC disclose any transfers to pay 
for, or escrow the federal portion of in-kind contributions. 

* Enclosed please find amended Pages H3 and H4 that cross- 
reference all allocable non-federal in-kind contributions 
received. Pursuant to FEC Advisory Opinion 1992-33, t h e  
DNC does not attempt to make a contemporaneous transfer 
of federal funds each t i m e  it receives a non-federal, 
allocable, in-kind co.ntribut.ion. Rather, t h e  DNC 
intermittently makes bulk transfers of federal funds from 
its federal account to a DNC "In-Kind Escrowt8 account, 
which represents a good-faith estimate of the federal 
portion of non-federal, allocable, in-kind contributions 
to be received at some future date by the  DNC. As 
information regarding in-kind contributions become 
available, the  DNC then makes a transfer, based on the 
actual value of in-kind contributions received, from the  
In-Kind Escrow account to the Non-Federal Corporate 
account. During the first s i x  months of 1996, the DNC 
transferred $80,000 to this accoun t  for ant ic ipated in- 
kind contributions received. During the Pre-General 
reporting period, the DNC transferred $150,000 to t h i s  
In-Kind Escrow account. During the Year-End period, t h e  
DNC transferred an additional $lSO,OOO to this In-Kind 
Escrow account . 

9) You sta te  that  several disbursements to federal and non- 
federal c o m m i t t e e s  do not qualify as allocable disbursements, and 
request that the DNC transfer the  non-federal portion back to its 
non-federal account. 

* Non-Federal Pavments - Payments to the  following vendors 
(The N e w  Jersey Lesbian & Gay Committee, L . A .  Vote,  
African American Institute, Montgomery Improvements 
Association, Nat iona l  Coalition of Black Voters 
Participants) w e r e  contributions to various non-prof it 
and p o l i t i c a l  groups that undertook non-partisan Get-Out- 
The-Vote projects during t h e  1996 election cycle, 
Although the DNC believes t h a t  it could have legitimately 
contributed to these groups using solely non-federal 
funds, the DNC decided to allocate these contributions 
after being made aware of the FEC's findings in 
connection with an audit of one of t h e  Democratic party's 
state committees. In this a u d i t ,  t h e  Commission ruled 
t h a t  the state party  committee should have treated such 
contributions to non-partisan or non- federa lge t -out - the -  
vote 
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groups as allocable generic voter drive expenditures. 
- See Report of the A u d i t  Division on the Democratic 
State Central Committee of California - Federal, p o p .  16- 
2 0  (Approved August 29, 1996) . Consequently, the DNC 
believes that it properly treated these payments in 
accordance with FEC precedents. 

* Conqressman Cleo F i e l d s  - These payments were made 
directly to Cleo Fields for generic voter drive 
activities done on behalf of t h e  DNC during 1996. During 
this period, Mr. F i e l d s  was no longer a member of 
Congress. Enclosed, .  p l ease  find amended Schedules H4, 
which reflect a current address f o r  M r .  F i e l d s .  

* Payments to Federal Committees - Payments to the 
following committees (Clinton/Gare ' 9 6 ,  Democratic 
Senatorial Campaign Committee, Democratic Congressional 
.Campaigncommittee) weredollar-for-dollar reimbursements 
for expenditures paid for on behalf of the DNC by these 
committees. For the reasons s e t  forth in our two letters 
of March 26, 1997, and our letter of April 18, 1997, the 

' DNC believes t h a t  the treatment of these payments as 
operating expenditures was proper. Therefore, the DNC 
will not make any transfers to its non-federal account in 
connection with these payments at this time. 
Furthermore, in John Gibson's letter of April 7 ,  1997 to 
the DNC, he attempted to distinguish the DNC's payments 
to a non-connected PAC by s ta t ing  that the precedent 
cited by the DNC in the above mentioned letters involved 
affiliated party committees and candidates .  Therefore, 
it is our assumption that since M r .  Gibson tried to 
distinguish, rather than repudiate those precedents, Mr. 
Gibson acknowledges t h a t  such payments are permissible. 

10) 
Caucus (WWPC") should not have been disclosed as an expenditure on 
Schedule H4. Rather, these expenditures should have been disclosed 
a s  contributions to another f edera l  committee. 

* These payments represent dollar-f or-dollar reimbursements 
for payments made on behalf of the DNC by t h e  HWPC. The DMC 
reiterates its arguments made in its letters of March 26, 1997 
and April 18, 1997 regarding your characterization of these 
expenditures. Therefore, the DNC will not make any transfers 
to its non-federal account in connection w i t h  these payments 
at this time. 

You state that' payments to the Hollywood Womenls Politic? 
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Ms. Debbie Manzano 
May 8 ,  1997 
Page Five 

11) You ask t h a t  the DNC provide addresses for a l l  vendors on 
Schedule H4 for which such addresses were omitted. 

* Enclosed please find an amended Schedules H4 which 
includes a l l  omitted addresses for Line 21(a). 

12) You state that the amount disclosed on the last page of Line 
21(b) does not match the to ta ' l  amount of expenditures disc losed on 
the this line. 

* Enclosed please find an amended Page 2 of L i n e  21(b) 
which corrects the amount paid  to Western Union. This 
correction clarifies the discrepancy between the amount 
on Schedule €3 and the cover pages. 

1.3) You ask for clarification of all media expenditures made by 
t h e  DNC on Schedule H4. 

1 

* All.media expenditures disclosed on Schedu.le H4 were for 
Ilgenexic" media . These media expenditures were not made 
on behalf of any specific federal candidate. 

14)  You ask t h a t  the DNC provide addresses for a11 vendors on 
Schedule €3, Line 5 for Non-Federal Finance Fund for which such 
addresses were omitted .  

* Enclosed please f i n d  an amended Schedule B which includes 
a l l  omitted addresses for Line 5 of Non-Federal Finance 
Fund e 

15) You sta te  that  the t o t a l  contributions on Line 1 of Non- 
Federal Unincorporated does not equa.1 the amount disclosed on the 
summary page. 

P 

* The DNC has reviewed Line 1 of Schedule I of t h e  Non- 
Federal Unincorporated account, as amended, and the 
accompanying Schedules A .  Our review shows that the 
entries disclosed on Schedules A equal the amount ..- 

disclosed on Line 1 of Schedule I. Therefore, no further 
amendment is necessary. Please note that NSF checks 
disclosed for the Year-End Report ($31,000; amended to 
$ 2 7 , 5 0 0 )  should applied to the Year-.End report, and n o t  
to the Post-General Report. 
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Ms. Debbie Manzano 
May 8 ,  1997 
Page Six, 

16)  You s t a t e  that certain pages of Line I l ( a )  omit the date of 
receipt. 

* Please  find amended pages of Schedule A which inc lude  
this information. 

17) You sta te  that certain information was omitted from Schedule 
D. 

* Enclosed, please  f ind  an amended Schedule D which 
includes this omitted information. 

18) You state that our amended report discloses a payment on 
Schedule D to Malchow Et Company, but t h a t  this payment is not found 
on Schedule B. 

* Enclosed please find an amended Schedule D which 
. clarifies this discrepancy. Schedule D should have 
disclosed a debt owed to Malchow, Adams & Hussey, n o t  
Malchow & Company. 

If you have any further questions, please  contact m e  a t  t h e  
address below. 

Bradley K. Marshall 
Assistant Treasurer 
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CarOJPensky,Treasurer : k-. . .. . * 

DNC S&C~S copmtio&em&tic 

430 South Capitol S.treet SE. . - *.' . . .  

Wasbgtm,DC 20003' e -  

Nationalcammittee. .c. 
b. . 

Idktification Number: COO010603 

Reference: 30 Day Post-General Report (lO/l7/96-11/25/96) 

Dear Ms. Pensly: 

. On April 23, 1997, you were notified that a review of the above-referenced 
report@) raised questions as to specific contributions and/or expenditures, and the 
reporting of certain information required by the Federal Election Campaign Act. 

Your May 9, 1997 response is incomplete because you have not provided all the 
requested information. For this response to be considered adequate, the following 
information is still required. - 

-Your response reiterates comments made in your letter dated March 27, 
1997. In that response concerning payments to the Hollywobd Women's 
Political Committee, you cite Advisory Opinion 1995-22 and MURs 2345 
and 2611; however, these examples are not analogous to your present 
situation with the Hollywood Women's Political Committee. A0 1995-22 

P involves two affiliated national party committees disclosing 
reimbursements as negative disbursements 011 Schedule H4. MUR 2345 
and MUR 2611 are not applicable examples because both involve a state 
party d t t e e  receiving iransfers h r n  either a national party committee 
or a candidate committee. .. 

. --:;.- commission achowled& that, if your committee had paid'the vendors 
directly ,rather than disbursing the monies through the Hollywood Women's 
Political Committee, then these expenses would be lawfbl shared allocable 
expenses. 11 CFR 8106.5 However, the dis?mrsemmt included monies 
fiom your non-federal account which, when contributed to another political 

1 

- - *  A?- 

. - 
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committee registered with the Commission, results in the recipient 
committee receiving impermissible finds. 2 U.S.C. §441b(a) 

The disbursements (pertinent portions attached) b Wdlywood Wornem’s 
Political Committee appear. to also exceed the contribution limit of $5,000 
for a qualified multi-candidate committee to another political committee. 2 
U.S.C. 9441a(a)(2)(c) * 

You should noti@ Hdywood Women’s Political Committee that you made 
a pmhiited and excessive contribution and request a refund of the entire 
prohibited non-federal share of the “reknbursment”. You should also 
request a r e h d  from Hol lywd Women’s Political Conunittee of the 
mount that exceeds $5,000 of the federal share. 

The Commission requests further clarification concerning the role of 
Hol lywd Women’s Political Committee in the Democratic National 
Committee’s hndraising activity’ and the arrangement that .existed between 
your two committees for the fimdraiser. 

Although the Commission may take further legal actiqn regarding this 
activity, your prompt action will be taken into consideration. 

-On Schedule H4 supporting Line 21(a) of the DetaiIed Summary Page, you 
have not included the full name andor m i b g  address for the vendor(s) 
listed. Please amend your report accordingly for the $5,000 payment on 
11/4/96 to the Montgomery Improvements Association (see Page 70 of 241 
on Schedule H4). 

’’. 

4 

9 
I 

If  this information is not received by the Commission within fifteen (1 5) days fiom 
the date of this notice, the Commission may choose to initiate audit or legal enforcement 
action. . 

If you should have any questions related to this matter, please contact Debbie 
Mamano on our toll-he number (800) 424-9530.or our local number (202) 219-3580. 

Sincerely, 

John D. Gr’bson 
Assistant StaE Director 
Reports Analysis Division 
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Mr. John D. Gibson 
Assistant Staff Director 
Reports Analysis Division 
Federal Election Commission 
999 E Street, N.W. 
Washington, DC 20463 

June 10, 1997 

ID#: COO010603 

RE: Response to letter of May 22, 1997 to Carol Pensky, Treasurer, 
DNC Services Corporation/Democratic National Committee. 

Dear Mr. Gibson: 
1 

The DNC is  in receipt of your letter of May 22, 1997. In t h i s  
letter, you request clarification of the following items from the 
3 0  Day Post-General Report, which covered the period from October 
17, 1996 through November 25, 1996.. - 

1) You continue to question reimbursements made to Hollywood 
Women's Political Caucus (i"WPC't) made during this period and 
earlier reporting periods. 

* The DNC continues to reiterate its comments made in 
earlier letters. The DNC believes that the nature of 
these transactions should not be altered merely because 
t h e  payments to DNC vendors merely "passed through" a 
federal p o l i t i c a l  committee (The Commission even 
acknowledges that th&se transactions were in the normal 
course of business by stating that the payments were 
legitimate allocable expenses, l'but for" the funds being 

to HWPC. The DNC continues to contend that 
t h i s  transaction is not a contribution. Furthermore, the 
HWPC has disclosed this transaction as an offset to 
expenditure, and, not as a contribution). DNC and HWPC 
entered into an arrangement whereby as part of the HWPC' s 
assistance in the  production of a fundraising event, HWPC 
dea l t  d i r e c t l y  with and paid vendors for their services 
in connection w i t h  this event. HWPC sought, and 
received, immediate dollar-for-dollar reimbursement for 
those payments. The DNC continues to believe that these 
payments cons t i tu te  legitimate allocable fundraising 
expenses, and not a contribution to a contribution to a 
federal political committee. Therefore, the  DNC does not 

. intend to transfer any funds to its non-federal account 
at this time, or to pursue any requests for a refund from 
HWPC at this time. 

4 
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2 )  You have asked for a complete address for a payment to 
Montgomery Improvement Association (Page 7 0  of Schedule H4). 

* The address is as follows: 

Montgomery Improvement Association 
7 2 0  S. Hull Street 
Montgomery, AL 36104 

If 'you 'have any questions regarding this letter, please 
contact me at the address below. 

Sincerely, A 

Bradley K. Marshall 
Assistant Treasurer 

4 ' .  


